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Dipartimento di Scienze Economiche
Theexclusiveprivilegesofcorporations, tatutesofapprenticeship, andall thoselaws
whichrestrain, inparticularemployments, thecompetitiontoasmallernumberthan
mightotherwisegointothem,uareasortofenlargedmonopolies, andmay
frequently, foragestogether, andinawholeclassesofemployments, keepupthe
marketpricesofparticularcommoditiesabovethenaturalprice, andmaintainboth
thewagesofthelabourandtheprofitsofthestockemployedabouthemsomewhat
abovetheirnaturalrate.  flushright 
Introduction
Theself-regulatingprofessiondisplaysasubstantialdiscretiontorestrictentryinthemarket;










supernormallevels. In thiscase, self-regulationcouldlimitcompetitionwithintheindustryand
raisetheconcernofantitrustauthorities. SomestudieshavecollectedevidencethatheAmerican
MedicalAssociationrestrictedthesupplyofphysicianslobbyingsuccessfullytoreducethe







































































































proportionofaccountantswithauniversityeducation. In thisrespect, hereareperhapstwo






































seenthatheyarenotlegallyseparated. ThisisbecauseinItaly, eachlargearea(North, Centre
andSouth) hasdistincteconomicfeatureswhichtosomeextentmayprovideinsightsonthe


























































distributionoftheincomelevels. Thisfortwomainreasons. First, becausethehighertheaverage



















ofthepreviousections, evenatthatmoredisaggregatedl vel, wewill necessarilytakeinto
accounttherateofentryinthelocalmarketasoneofthemaincandidatesinordertoexplainthe
differenttrendsinincomes.
Entry and theprofitabilityof the local market
TheplotsinTable1 footnote describetherelationshipbetweenthecumulativeentryrate
overthe12yearsperiod footnote andtheaverageprofessionalincomes. Thelocalareasare
sortedinto4classeseachincludingonefourthofthetotalareasfromthelowestincomelevel(1)














Ragionieri. Firstofall, andnotsurprisingly, therateofentryisonaveragelowerthanthatforthe
Commercialistiinallincomeclasses. In thisrespect, inclasses1and4onehalfofthelocal




















givingeachmembertheagehehadin1986, themedianyearoftheperiod. Accordingly, thefirst
quartileoftheagedistributionfortheCommercialistiisat28, themedianat38, andthethird
quartileat47, whiletheanalogousvaluesfortheRagionieriare4to5yearshigherwiththefirst




































































bodies, 40%ofcivilservantsand20%ofuniversityprofessors. However, asmanyuniversity













year. footnote InFigure7oneobservesaclearinverserelationbetweeni comelevelsand
admissionrates. Thecitieswithlowestaverageincomesarethoseinwhichtheadmissionrates
arehigher. Moreover, thisrelationbecomesonaveragemoreclear-cutastheincomelevelsget










































yit = J0 + J1qit +>
j=0
2
J2+jaiÝt?jÞ + J5v Xit + Oit
yit = K0 + K1qit +>
j=0
2
K2+jaiÝt?jÞ + K5v Zit + Rit
  #   
  #   
Equation(1) representsthestructuralformofasemi-loginversedemandfunction, whereyit
isthe(natural) ogofCommecialistiincomes, qit thenumberofactiveCommercialisti, ait the
admissionrates, Xit thevectorofexogenousdemandeterminants, andOit theerrorterm.
Equation(2) describesthesupplysideofthemarket, whereZit isthevectorofexogenoussupply
determinantsandRit theerrorterm; yit andqit arethereforetheonlyendogenousvariablesinthis
system. Subscriptsrefertocross-sectionalunitsobservedattimet.




























withintheindustry. Inmonopolisticallycompetitiver gimes, theincreasingmonopolymodel




constantorevenincreasingtheirincomes(Evans1974). footnote If insteadsomedegreeon
intra-professionalcompetitionisdisplayed, entrywill plausiblypushdownwardincumbents’
incomes.
In thisrespect, hestandardeviationof incomescanbeinterpretedasaproxyforthe
prevailingmarketconditionontheindustry. If amarketforaprofessionalserviceischaracterised
byalowvariationinincomes, theprofessionalsingeneralsellanhomogeneousgoodand, if a
similartechnologiesareadopted, onewouldexpectaprice-takingbehaviour. Viceversa, ahigh
varianceinincomesmightbeasignalofhighproductdifferentiationa dofthepresenceof
scatteredmonopolisticrentsinthemarket. All thiscausesasubstantialdeviationfromtheideal
ofaperfectlycompetitiver gime. footnote 
Endogenous barriersto entry
In thesecondmodel, wetakeexplicitlyintoaccountthepossiblendogeneityofadmission
rates. In thisspecification, wethereforeassumethatBoards, inestablishingadmissionrates, do
notonlyevaluatetheaveragequalityofthecandidate, butalsotheprevailingmarketconditions.
Weproposethefollowingthreesimultaneous-equationsmodel:
qit = J0 + J1yit +>
j=0
2
J2+jaiÝt?jÞ + J5v Xit + Oit
yit = K0 + K1qit +>
j=0
2
K2+jaiÝt?jÞ + K5v Zit + Rit
ait = L0 +>
j=0
2
L1+jyiÝt?jÞ + L4v Wit + git
  #   
  #   
  #   















































In thisdirection, wehaveperformedaHausman(1978) testadoptingtheomittedvariable








prevailingfees(Nelson1970, DarbyandKarni1973). Therefore, wherefeesarehigher,
consumerstendtoexpandtheirdemandsincetheinformationasymmetryispartiallyfulfilled.
Thesupplyequationis insteadaconventionalupwardslopingfunction; asfeesincrease, alarger
quantityofprofessionalserviceswill besupplied.
Nowweturntothemainvariableof interestofouranalysis. Indeed, whentreatedasan
endogenousvariableinthesystem, admissionratesresultaveryinterestingvariabletoexplain
theequilibriumquantitiesinthemarketforCommercialisti. F rstofall, weclaimthathelagged
valuesfortheadmissionratesdeservecloserattention; evenif it isnecessarytoinclude
contemporaneousvaluesforthatobeapropersimultaneousequationsystem, thereare
well-groundedeconomicreasonstodiscardthatadmissionratescouldhaveanimmediateimpact











necessarytostepintheprofessioni alocalmarketwhereBoardsarequiteselective. At this












Thisargumentdoesnotseemtooconvincing; first, it isnotatallclearthatapolicyofentry










admissionratesmuchhigher. In thesupplyequation, moreentriesreducetheprofitabilityofthe






In thispaper, wehaveprovidedasystematicstudyonthemarketforItalianaccountants; his
marketdeservescloseattentionsincethesameserviceisprovidedbytwodistinctprofessions
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Fig. 3 - Density of Commercialisti and Population (x 10,000) 


























































































































































































































































































Fig 5 - Regional income distribution of Commercialisti and Ragionieri 1980-85























































































































































Fig 6 - Regional income distribution of Commercialisti and Ragionieri 1986-91
 Fig. 7 - Average incomes and admission rates for Commercialisti



























































































INCOME IN MILLIONS LIRE
ADMISSION RATE









1984 1985 1986 1987 1988 1989 1990 1991
#RIF!
Table 1 Cumulative entry rates and income in local markets  - Average values 1980-91
COMMERCIALISTI
ENTRY RATE 
           1 +         *-----*     +-----+     +-----+     +-----+
             |         |     |     |     |     |     |     |     |
             |         |     |     |     |     |     |     |     |
             |         |     |     |     |     |     |     |     |
         0.8 +         |     |     *-----*     |     |     |     |
             |         |  +  |     |     |     |     |     |     |
             |         |     |     |  +  |     |     |     |     |
             |         |     |     |     |     *--+--*     |     |
         0.6 +         |     |     |     |     |     |     |     |
             |         |     |     |     |     |     |     |  +  |
             |         +-----+     +-----+     |     |     *-----*
             |            |           |        +-----+     |     |
         0.4 +            |           |           |        |     |
             |            |           |           |        |     |
             |            |           |           |        |     |
             |            |           |           |        |     |
         0.2 +            |           |           |        +-----+
              ------------+-----------+-----------+-----------+-----------
 INCOME CLASS        1           2           3           4
RAGIONIERI
ENTRY RATE 
           1 +         +-----+        |           |           |
             |         |     |        |           |           |
             |         |     |        |           |           |
             |         |     |        |           |           |
         0.5 +         |     |     +-----+     +-----+        |
             |         |  +  |     |  +  |     |     |     +-----+
             |         |     |     *-----*     *--+--*     |  +  |
             |         |     |     |     |     |     |     |     |
           0 +         *-----*     +-----+     +-----+     *-----*
              ------------+-----------+-----------+-----------+-----------
 INCOME CLASS   1           2           3            4
2Table 2 Relations between income and age - Average values 1980-91
COMMERCIALISTI
INCOME
             |            *           |        +-----+     +-----+
             |            *           |        |     |     |     |
      100000 +            0           |        |     |     |     |
             |            0        +-----+     *--+--*     |     |
             |            0        |     |     |     |     *--+--*
             |            0        |  +  |     |     |     |     |
       50000 +            |        *-----*     |     |     |     |
             |         +-----+     |     |     +-----+     +-----+
             |         |  +  |     +-----+        |           |
             |         *-----*        |           |           |
           0 +            |           |           |           |
              ------------+-----------+-----------+-----------+-----------
      AGE CLASS          <28        28-38       38-47        >47
RAGIONIERI
INCOME
      100000 +            |           |        +-----+        |
             |            |        +-----+     |     |     +-----+
             |            |        |     |     |     |     |     |
             |         +-----+     |  +  |     *--+--*     |  +  |
       50000 +         |  +  |     *-----*     |     |     |     |
             |         *-----*     |     |     |     |     *-----*
             |         +-----+     +-----+     +-----+     |     |
             |            |           |           |        +-----+
           0 +            |           |           |           |
              ------------+-----------+-----------+-----------+-----------
 AGE CLASS        <33        33-41       41-51         >51
Incomes are expressed in thousands 1992 Italian Lire
Table 3 Average incomes in the first eight years after entry
COMMERCIALISTI
INCOME 1991
    90000 +            0           0           |           |           |           |           |        +-----+
          |            0           0           |           |           |           |           |        |     |
          |            0           0           |           |           |           |           |        |     |
          |            0           0           |           |           |           |        +-----+     |     |
    80000 +            0           0           |           |           |           |        |     |     |     |
          |            0           |           |           |           |           |        |     |     |     |
          |            0           |           |           |           |           |        |     |     |     |
          |            0           |           |           |           |        +-----+     |     |     |     |
    70000 +            0           |           |           |           |        |     |     |     |     |     |
          |            0           |           |           |           |        |     |     |     |     |     |
          |            0           |           |           |           |        |     |     |     |     |     |
          |            0           |           |           |        +-----+     |     |     |     |     |     |
    60000 +            |           |           |           |        |     |     |     |     |     |     |     |
          |            |           |           |           |        |     |     |     |     |     |     |  +  |
          |            |           |           |        +-----+     |     |     |     |     |     |     *-----*
          |            |           |           |        |     |     |     |     |     |     |  +  |     |     |
    50000 +            |           |           |        |     |     |     |     |     |     |     |     |     |
          |            |           |           |        |     |     |     |     |  +  |     *-----*     |     |
          |            |           |        +-----+     |     |     |     |     |     |     |     |     |     |
          |            |           |        |     |     |     |     |  +  |     |     |     |     |     |     |
    40000 +            |           |        |     |     |     |     |     |     *-----*     |     |     |     |
          |            |        +-----+     |     |     |  +  |     |     |     |     |     |     |     |     |
          |            |        |     |     |     |     |     |     *-----*     |     |     |     |     |     |
          |            |        |     |     |  +  |     |     |     |     |     |     |     |     |     |     |
    30000 +         + -----+     |     |     |     |     *-----*     |     |     |     |     |     |     |     |
          |         |     |     |  +  |     |     |     |     |     |     |     |     |     |     |     +-----+
          |         |     |     |     |     *-----*     |     |     |     |     |     |     |     |        |
          |         |  +  |     |     |     |     |     |     |     |     |     |     |     +-----+        |
    20000 +         |     |     *-----*     |     |     |     |     |     |     +-----+        |           |
          |         |     |     |     |     |     |     |     |     +-----+        |           |           |
          |         * -----*     |     |     |     |     +-----+        |           |           |           |
          |         |     |     |     |     |     |        |           |           |           |           |
    10000 +         |     |     +-----+     +-----+        |           |           |           |           |
          |         |     |        |           |           |           |           |           |           |
          |         + -----+        |           |           |           |           |           |           |
          |            |           |           |           |           |           |           |           |
        0 +            |           |           |           |           |           |           |           |
           ------------+-----------+-----------+-----------+-----------+-----------+-----------+-----------+----
 YEARS AFTER  ENTRY    1           2           3           4           5           6           7           8
RAGIONIERI
INCOME 1991
          |            |           |           |           |           |        +-----+        |           |
    70000 +            |           |           |           |           |        |     |        |           |
          |            |           |           |           |           |        |     |     +-----+     +-----+
          |            |           |           |           |           |        |     |     |     |     |     |
          |            |           |           |           |        +-----+     |     |     |     |     |     |
    60000 +            |           |           |           |        |     |     |     |     |     |     |     |
          |            |           |           |           |        |     |     |     |     |     |     |     |
          |            |           |           |           |        |     |     |     |     |     |     |     |
          |            |           |        +-----+     +-----+     |     |     |     |     |     |     |     |
    50000 +            |           |        |     |     |     |     |     |     |     |     |     |     |     |
          |            |           |        |     |     |     |     |     |     |     |     |  +  |     |     |
          |            |           |        |     |     |     |     |     |     |  +  |     |     |     |  +  |
          |            |        +-----+     |     |     |     |     |  +  |     |     |     |     |     |     |
    40000 +            |        |     |     |     |     |     |     |     |     |     |     *-----*     |     |
          |            |        |     |     |  +  |     |  +  |     |     |     *-----*     |     |     |     |
          |         +-----+     |     |     |     |     |     |     |     |     |     |     |     |     *-----*
          |         |     |     |  +  |     |     |     |     |     *-----*     |     |     |     |     |     |
    30000 +         |     |     |     |     *-----*     |     |     |     |     |     |     |     |     |     |
          |         |     |     |     |     |     |     *-----*     |     |     |     |     |     |     |     |
          |         |  +  |     |     |     |     |     |     |     |     |     |     |     |     |     |     |
          |         |     |     *-----*     |     |     |     |     |     |     |     |     |     |     |     |
    20000 +         |     |     |     |     |     |     |     |     |     |     |     |     +-----+     +-----+
          |         *-----*     |     |     |     |     |     |     +-----+     +-----+        |           |
          |         |     |     |     |     +-----+     +-----+        |           |           |           |
          |         |     |     +-----+        |           |           |           |           |           |
    10000 +         |     |        |           |           |           |           |           |           |
          |         +-----+        |           |           |           |           |           |           |
           ------------+-----------+-----------+-----------+-----------+-----------+-----------+-----------+---
 YEARS AFTER ENTRY     1           2           3           4           5           6           7           8
Incomes are expressed in thousands 1992 Italian Lire
